When identifying marginal clients loan ocers followed our MFI's regular screening procedures as closely as possible. Since the decision on whether a loan applicant was marginal or not was not based on a credit-scoring system but on the loan ocers' judgment, we asked loan ocers to ll in a questionnaire about each marginal client. This questionnaire elicited a number of both objective and subjective assessments in order to help us better understand the composition of our population.
First, loan ocers had to indicate whether they thought that the client conformed with our MFI's requirements regarding the amount of available collateral, repayment capacity (based on estimated cash ows), the client's overall creditworthiness, his or her business capacity, and nally the client's credit history (if any). We nd that the average marginal applicant did not meet 2.6 out of six main requirements of our MFI. Table A2 shows that most marginal credit applicants were considered marginal because they did not possess sucient collateral (77 percent) or did not meet one or more of the`other' requirements, which include an assessment of the applicant's character. About one in three marginal clients were judged to have a weak business proposal while loan ocers worried about repayment capacity in about a quarter of the marginal applications. Loan ocers were also asked which aspects of a potential marginal client they thought were most and least worrisome. The last two columns of Table A2 show that (a lack of) collateral was seen as most worrisome. On the other hand, loan ocers report to be least concerned about credit history, which is less relevant for rst-time borrowers, or the client's repayment and business capacity.
Second, because the loan ocer's view of the applicant's character also feeds into the decision to provide a loan or not, we asked loan ocers to rate a number of personality traits on a scale of 1 to 5 (1 representing total agreement and 5 total disagreement). These traits included whether they perceived the marginal client to be competent, reliable, aggressive, trustworthy, etc. Table  A9 shows descriptive statistics for a summary indicator where agreement (`totally agree' and agree') is coded as one and disagreement (`somewhat agree',`disagree', and`totally disagree') as zero. The biggest`gaps' are perceived to be in the applicants' knowledge (almost 50 percent are not perceived as knowledgeable) and their integration into society (more than 50 percent are not seen as well integrated).
We also asked loan ocers whether each of these character traits would inuence the prospective client's business success. Column 2 indicates, for instance, that if a marginal client was perceived to be insecure, loan ocers typically believed this insecurity would have an impact on the client's business. Likewise, if a client was characterized as a risk-taker, then loan ocers thought in about 70 percent of the cases that this trait would inuence the success of the business. Interestingly, however, loan ocers thought that their own ex ante judgment of an applicant's`competence' and`trustworthiness' would not matter much for subsequent business risk. Yet, in Table 9 in the paper we show that these two traits were in fact important predictors of loan default. Figure A1 : Geographical location of participating branches (top) and treatment and control households (bottom)
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Notes: The rst map shows the location and names of the 14 branches that participated in the experiment (the partner MFI operates 14 branches in total). The second map shows the localities with one or more treatment (dark blue dots) or control (light blue squares) households. Tables   Table A1 Variable Denitions   3 (1996) . The propensity to be observed is estimated based on the covariates also used in the baseline impact regressions. Columns 1-2 summarize the main types of investment made by the treatment group. Source: follow-up survey. Columns 3-6 show for the full sample the number of respondents that planned to invest in an existing or new business (column 3); the average percentage of the loan amount they indicated to invest in this business (column 4); and the number and percentage of respondents that indicated they would put the full loan amount towards a business (columns 5-6). Source: baseline survey. Column 1 shows the proportion of marginal loan applicants that according to their loan ocer displayed a particular personality trait at the time of the baseline survey. Column 2 shows, conditional on having this characteristic, whether the loan ocer believed that it would inuence business risk. 
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